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SUBJECT: UK DEFENSE CUTS 

REF: STATE 305758 

1 . IN WAKE OF RECENT UK ANNOUNCEMENT CONCERNING NEW 
DEFENSE CUTS, WE HAVE PRODDED A NUMBER OF SOURCES IN 
MOD SEEKING TO OBTAIN INDICATION OF WHERE THE CUTS ARE 
LIKELY TO FALL. OUR SOURCES INDICATE A GENUINE LACK OF 
SPECIFIC KNOWLEDGE IN MOD OF PRECISELY HOW MINISTRY IN- 
TENDS TO ABSORB THE NEW 100 MILLION POUND CUT - 
DESPITE EARLY JANUARY TARGET DATE FOR 1977-78 DEFENSE 
BUDGET PREPARATION. 

2. WHILE WE ARE UNABLE TO ELICIT SPECIFIC DETAILS, IT 
APPEARS THAT OUR FRIENDS ARE LOOKING AT THE WHOLE RANGE 
OF ONGOING PROGRAMS AND EXPENDITURES WITH AN EYE TO 
"CUTTING A LITTLE" ACROSS THE BOARD RATHER THAN HITTING 
A FEW PROGRAMS MORE DEEPLY. WE ARE ASSURED THAT THE 
1977-78 CUT WILL NOT "PRODUCE ANY PARTICULARLY DRAMATIC 
NEWS" AND WE ARE TOLD THAT HMG DOES NOT INTEND TO CON- 
SULT ALLIES ON THE IMPLEMENTATION OF THIS CUT BUT WILL 
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BE READY "TO DISCUSS IT IN DUE COURSE." WE BELIEVE THAT 
FOR THE 230 MILLION POUND CUT FOR 1978-79 THERE WILL BE 
AN OPPORTUNITY FOR CONSULTATION. WE ARE PROMISED DE- 
TAILS AS SOON AS THEY ARE AVAILABLE. 

3. A NUMBER OF OFFICIALS HAVE HINTED THAT AS FAR AS 
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THE 1977-78 CUTS ARE CONCERNED MOD IS HOPEFUL THAT MUCH 
CAN BE DONE TO MEET THE TARGET THROUGH "MASSAGING THE 
ESTIMATES." THIS REFLECTS THE FACT THAT SO MUCH EX- 
PENDITURE IS ALREADY COMMITTED THAT ROOM FOR MANEUVER 
IN TERMS OF REAL CUTS IS LIMITED. 

4. COMMENT: WHILE MOD OFFICIALS MAY BE PERFECTLY SIN- 
CERE IN BELIEVING THAT 1977-78 CUT WILL ROT IN THE END 

BE ALL THAT SERIOUS, WE AGREE WIT/H USNATO THAT SOONER OR 
LATER THIS PROGRESSION OF DEFENSE CUTBACKS WILL BITE AND 
THE CUMULATIVE EFFECT WILL IMPACT SERIOUSLY ON UK DEFENSE 
CAPABILITIES. HMG CANNOT GO ON INDEFINITELY ASSURING 
ITS LEFT-WING CRITICS THAT DEFENSE IS TAKING ITS "FAIR 
SHARE" OF BUDGET CUTS WHILE AT THE SAME TIME ASSURING 
ITS NATO ALLIES IN CONFIDENCE THAT THROUGH SOME KIND OF 
ACCOUNTING RAZZLE-DAZZLE THE REDUCTIONS WILL BE "MAS- 
SAGED" AWAY. 

5. WE ENDORSE THE LINE SUGGESTED IN USNATO 6901 AND 
KNOW THAT MULLEY IS ANXIOUS TO CONSULT ON THE PROPOSED 
1978-79 CUTS. 

SP-ERS 
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